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FEDERAL ENERGY ADMINISTRATION
A request for public comment regarding certain modifications of the information 
currently received on Form P302-M-1 has been issued (see 12/9/76 Fed. Reg., 
pp. 53842-43). The comments are requested pursuant to recent legislation 
concerning the FEA's energy data collection program and its price monitoring 
activities. A number of pricing and cost data elements are involved in the 
reporting form on which the FEA particularly seeks comments. Comments are 
requested by 1/10/77.
FEDERAL POWER COMMISSION
A Financial Forum on Rate of Return sponsored by the financial analysts at the 
FPC was held this past week. Subjects under discussion included the function 
of return within the rate-making process and a review of rate return methodology.
It is understood that similar dialogues will be arranged in the future and for 
more information contact Georgia LeDakis, Chief Financial Analyst, at 202/275-4562.
FEDERAL TRADE COMMISSION
Proposed rules to implement the pre-merger notification requirements of the Hart-
Scott-Rodino Antitrust Improvements Act of 1976 will appear in today's (Monday)
Federal Register. The Act's Title II was designed to provide an early warning 
about major mergers and acquisitions and to designate certain waiting periods 
before consummation of such plans. Basically, the new law applies to mergers 
in which one firm has net sales or total assets of at least $100 million and 
the other has net sales or total assets of $10 million, where, as a result 
of the acquisition, the acquiring company gains at least 15 percent or more 
than $15 million of the stocks or assets of the acquired firm. The proposed 
premerger notification form calls for extensive information to allow the FTC 
to evaluate the potential anti-competitive nature of the proposed action.
The form seeks detailed data on the proposed transaction itself, substantial 
information on the industries involved based on the SIC system, information on 
prior acquisitions above a threshold of $1 million, and product line reporting.
GENERAL ACCOUNTING OFFICE
"An Overview of Federal Internal Audit" is the title of a recently issued report 
(No. FGMSD-76-50, 11/29/76) that notes that several small agencies have not 
established internal audit groups and others have staffs too small to provide 
reasonable coverage. The GAO recommends that OMB investigate the feasibility 
of having larger federal agencies provide auditing services on a cost-reimburseable 
basis to small agencies lacking an internal audit capability. In addition, GAO 
suggests that OMB should insure that the smaller agencies determine whether it 
would be desirable and economically justified to establish their own audit 
capability or whether independent public accountants should be used. OMB's 
Federal Management Circular 73-2, which sets requirements for information to 
be developed under internal audit plans, also should be reviewed and revised 
to address the question of the division of efforts between external and internal 
audits, GAO said. Copies of the report are available for $1 each from the GAO 
Reports Sections, 202/275-6241.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
The Student Financial Assistance Study Group will conduct a meeting and public 
hearing 1/6/77 in San Francisco. The purpose o f  the hearing is to receive 
suggestions on the scope of its study and on issues related to the process
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for determining institutional, student, state, and lender eligibility for 
participation in federal educational grant and loan programs. A notice 
containing an outline of the Group's study agreed upon at its November 
meeting appeared in the 12/9/76 Fed. Reg., pp. 53853-55. Written statements 
will be accepted until 12/29/76.
Final regulations governing the runaway youth program authorized by the Juvenile 
Justice and Delinquency Prevention Act of 1974 have been published (see 12/13/76 
Fed. Reg., pp. 54296-300). The regulations include an incorporation by 
reference of the HEW Grants Administration Manual; require assurances from 
applicants that they will comply with required accounting procedures and 
fiscal control devices; and incorporate by reference the administrative 
requirements of 45 CFR Part 74.
HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF
Proposed regulations overhauling the debarment, suspension and ineligibility 
procedures for contractors and grantees appear in the 12/13/76 Fed. Reg., pp. 
54302-08. The procedures are being written to include all contractors or 
grantees, whether individuals or public/private organizations that are direct 
recipients of HUD funds or receive HUD funds indirectly through non-federal 
sources including, but not limited to, borrowers, builders, mortgages, real 
estate agents and brokers, area management brokers, or those in a business 
relationship with such recipients including, but not limited to, architects, 
engineers and attorneys; all participants or contractors with participants, 
in programs where HUD is the guarantor or insurer; and federally assisted 
construction contractors. Comments are requested prior to 12/27/76.
INTERSTATE COMMERCE COMMISSION
Six accounting workshops to assist small motor carriers of property in their 
reporting requirements when they are reclassified from Class III to Class II 
have been scheduled. The 1 1/2 day workshop-seminars, jointly sponsored by 
the National Accounting and Finance Council of the American Trucking Association, 
the ICC Bureau of Accounts, and Touche Ross & Co., are designed to help make 
the financial reporting aspect of complying with the uniform system of accounts 
easier for the carriers. The ICC Regional Auditor will be assigned to participate 
as an instructor in each of the workshops.
The schedule for the workshops is: Boston, 1/6 and 1/7/77; Philadelphia,
1/10 and 1/11/77; Atlanta, 1/13 and 1/14/77; Chicago, 1/17 and 1/18/77; Ft.
Worth, 1/20 and 1/21/77; and San Francisco, 1/24 and 1/25/77. For additional 
information, call 202/275-7510 or the nearest Regional Auditor.
Finalized amendments to Annual Report Form RBO for rate-making organizations 
were published in the 12/15/76 Fed. Reg., pp. 54772-73. The purpose of the 
modifications is to conform with GAAP prior to the implementation of the 
uniform system of accounts for rate-making bureaus and organizations. This 
order is effective with the filing of the 1976 report form on or before 3/31/77.
The Rail Services Planning Office has released its evaluation of the Transportation 
Department's report on Preliminary Classification and Designation of Rail Lines. 
The Office’s principal conclusion is that the preliminary report does not 
designate an essential rail transportation system adequate to efficiently and 
economically serve the Nation's rail transportation needs because financial 
and consolidation policy considerations were imposed on the classification and 
designation process and because the economic viability criteria specified by
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Congress were not applied. The Office recommended revisions to the preliminary 
standards and classifications and that DOT issue regulations providing a mechanism 
for modifying the final designations. Copies of the report are available by 
calling 202/254-3281.
LABOR, DEPARTMENT OF
The Justice Department has criticized a DOL proposal t o  bar federal contractors 
from paying their employees' dues in private organizations that discriminate 
in membership on the basis of race, color, religion, sex or national origin.
The Department had requested an opinion last July as to the validity of a 
proposed memorandum of the Office of Federal Contract Compliance Programs 
to the effect that contractor payment of membership fees in discriminating 
organizations would violate E 0 11246 and the Office's implementing regulations.
Finalized regulations implementing the Emergency Jobs Programs Extension Act of 
1976 appear in the 12/10/76 Fed. Reg., pp. 54066-78. Section 98.18 requires 
the maintenance of certain records and financial reports and Section 99.71 
incorporates by reference the CETA financial management and audit requirements 
contained in 29 CFR Part 98.2-98.6.
SECURITIES AND EXCHANGE COMMISSION
Administrative proceedings against professionals should be conducted in public
according to Enforcement Director Stahley R. Sporkin. In remarks before a
recent seminar sponsored by the University of California, Mr. Sporkin stated 
that he does not believe that there can be a private 2 (e) proceeding given 
the present intent of Congress. He stated that society would not for a minute 
tolerate a private criminal proceeding and neither does he feel that 
administrative proceedings should be private. Mr. Sporkin went on to emphasize 
that a public 2(e) proceeding would be especially warranted if a professional's 
client were sued by the SEC in a related, publicly-disclosed civil proceeding.
A final "safe harbor" rule for the replacement cost data in financial statements 
has been announced. In ASR No. 203, 12/10/76, the Commission stated that a 
person seeking to establish that there has been a violation of the antifraud 
provisions of the securities laws must demonstrate that the replacement cost 
data was either prepared (1) without a reasonable basis or (2) disclosed in 
other than good faith.
The Advisory Committee on Corporate Disclosure has announced open meetings to 
be held l/lO and 1/11; 2/7 and 2/8; and, 3/10 and 3/11/77 at 500 N. Capitol 
St., Room 776, Washington. The summarized agendas for the meetings are:
January - discussion of the disclosure of Management projections and other 
types of soft information, and of the Commission's policy-making practices 
and post rule-making monitoring; February - discussion of liability provisions 
of the federal securities laws and their impact on the quality of disclosure, 
and a discussion of accounting and policy-making problems; and March - discussion 
of socially relevant disclosure (social audit), plus a discussion of proxy 
statement disclosure (including shareholder proposals).
Public comments have been requested on the proposal to expand disclosure
requirements in registration and annual reporting Forms 20 and 20K for certain 
foreign companies whose securities are registered in this country. The SEC 
is considering proposals which would make filing on Forms 20 and 20K substantially 
similar in content to filings on Forms 10 and 10K, presently used by domestic 
corporations. Comments are to be filed by 2/28/77.
4-
SMALL BUSINESS ADMINISTRATION
"The ABCs of Borrowing" is another in the series of management aids available to 
small business enterprises. This Aid discusses the following fundamentals of 
borrowing: (1) credit worthiness, (2) kinds of loans, (3) amount of money 
needed, (4) collateral, (5) loan restrictions and limitations, (6) the loan 
application, and (7) standards which the lender uses to evaluate the application. 
The SBA form is used to illustrate suggestions for filling out a loan application. 
Copies of the Aid (No. 170) are available from. SBA field offices or the Head­
quarters, 202/653-6365.
TRANSPORTATION, DEPARTMENT OF
Final amendments to the Federal Railroad Administration concerning the guarantee 
of obligations were published in the 12/10/76 Fed. Reg., pp. 53996-4000. The 
regulations require the submission of additional balance sheet or income state­
ment data need to accurately assess the applicant’s financial condition both 
before and after giving effect to the assistance requested in the application.
In addition, other financial data such as the most recent year end general 
balance sheet, certified by the applicant's independent public accountant, 
will be required.
TREASURY, DEPARTMENT OF
The AICPA Federal Tax Division has criticized the proposed regulation on the
allocation and apportionment of deductions between domestic and foreign income.
In its 12/7/76 letter of comment, the AICPA stated in part that the proposed 
regulation 1.861-8 on allocation and apportionment to gross income is "too 
complex, arbitrary, precise and rigid."
In a recent statement, Commissioner Alexander said he would "not make 
any predictions" on whether the IRS will issue final regulations on this 
matter. Most of the comments that have been received are critical and recommen d  
withdrawal and further revisions.
Finalized changes to the Comptroller's regulations governing the preparation and
issuance of Annual Reports to Shareholders by national banks appear in the
12/10/76 Fed. Reg., pp. 53977-80. The financial statement requirements of the 
revised regulations are consistent with the recently revised Instructions for 
Preparation of Consolidated Reports of Condition and Reports of Income. The 
general effect of the revisions is to simplify the preparation by national 
banks of their Annual Reports to Shareholders by permitting the use of Call 
Report data. Although the effective date of these changes is 1/1/77, in view 
of the shortness of time left to conform 1976 reports, certain requirements 
with respect to calendar 1976 Annual Reports have been waived. As a result, 
those reports need be distributed only in time to be received prior to the 
bank's 1977 Annual Meeting, and need not contain comparative financial information 
for fiscal 1975, or footnote disclosure for fiscal 1975 and 1976. Of course, 
such information may be included voluntarily if presented in the required 
format.
An amendment to the Comptroller's regulations which would revised an interpretive 
ruling to clarify the meaning of "bad debt" was proposed in the 12/14/76 
Fed. Reg., pp. 54600-01. These changes are related to the problem of overdue 
real estate loans and are designed to provide greater flexibility in the treat­
ment of such problem credits for purposes of determining if payment of a dividend 
is prohibited by the statute. Comments on this proposal should be filed by 1/12/77.
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The Justice Department has criticized a recommendation of the Commissioner' s
Advisory Group that the advertising restrictions imposed by professional
organizations be followed in connection with the rules of conduct governing 
persons practicing before IRS. Citing the recent Supreme Court decision 
involving price advertising by pharmacists (Virginia State Board of Pharmacy 
v. Virginia Citizens Consumer Council) and the case pending before the Supreme 
Court on advertising by lawyers (Bates v. Arizona), the Department strongly 
urged the Service to adopt its own rules concerning professional conduct 
relative to advertising by professionals.
SPECIAL: ACIR ISSUES REPORT ON INFLATION AND TAXES
The Advisory Commission on Intergovernmental Relations has issued a report on 
the interplay of inflation and progressive federal and state personal income 
tax system. "Inflation and Federal and State Income Taxes" analyzes the 
serious questions with respect to interpersonal tax equity, legislative 
accountability, public sector growth, and intergovernmental fiscal balance. 
Consideration of these issues is illustrated through a review of recent 
Canadian efforts to deal with the "inflation tax" through the indexation 
of federal and provincial income taxes. The focus of the study is on the 
increases in real income tax liability that result from the reduction in 
the real value of tax exemptions, deductions, credits, and rate brackets 
due to inflation. Copies of the report (A-63) are available by calling 
202/382-4951.
For additional information, please contact:
Wade Williams or Dan Myers
202/872-8190
AICPA Washington Report
American Institute of Certified Public Accountants
1620 Eye Street, N.W., Washington, D.C. 20006
FIRST CLASS MAIL
